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PEAKS & DECLINES IN INDUSTRIAL PRODUCTION 


Each business cycle behaves differently because of differing mix of ial se eS 
economic forces. A peak in industrial production (one measure of IN INDUSTRIAL PRODUCTION 
business cycle) was reached in January 1960 followed by six months 

of little change until August when decline started. In immediately 

preceding business cycle peak activity also continued for seven months 

from February through August 1957, but in earlier cycle industrial 

production peaked for only one month—July 1953. 


The present decline in industrial output has been less sharp than in either 

of two earlier cycles. In length of time from peak to trough, present 

business cycle resembles that immediately preceding when industrial 

production fell for eight consecutive months from August 1957 through 
April 1958. Through January 1961, industrial production had fallen for 

six consecutive months. 


960 - 1961 


Inventory adjustment has characterized current downturn even more than its 

redecessors. Final demand, that is, total spending for goods and 
services other than for additions to inventory, rose in every quarter of 
1960, although gain was slight in last half of year, and there may have 
been some decline in early 1961. Purchases by government rose through- 


out 1960, but investment by business declined after Ist quarter. 

Personal consumption expenditures increased to $329 billion at season- 

ally adjusted annual rate for 2nd quarter and then declined slightly in 

3rd quarter but went to a new high of $331 billion in final quarter 1960. Femi \, 
Strong spots in economy continue to include exports, consumer purchases EET 


il 
of services and of some nondurable goods, and government demand. 


BUSINESS POPULATION 


Some 4.7 million business firms were in operation at end of 3rd quarter 1960, 

including approximately 4.5 million small businesses. This showed 

increase of 65,000 firms since end of 3rd quarter 1959. Yee 
Increase in business population since 1939 has out-stripped, by substantial Tee iT 
percentage, increase in human population. On basis of anticipated 

growth of human population, small business population may be pro- 7 
jected to more than 5 million business firms by end of 1969. Retail and 


wholesale trades, service industries, and contract construction should 
account for about three-fourths of new business opportunities. 


‘income of unincorporated enterprises primarily engaged in providing serv- 
@)..; rose between 1950 and 1959 from $6.7 billion to $11.6 billion. At 
same time number of these service businesses grew from about 700,000 
to about 850,000. Virtually all of these businesses are very small, 
























































FINANCE FACTS indicating that there were increased opportunities for small businesses in 
the field of services and that such businesses earned more income per 


MARCH 1961 unit. S 


Aggregate income earned by unincorporated enterprises in other major in- 
dustry divisions was maintained or increased. Average income per busi- 
ness unit, however, did not increase for manufacturing and mining. 


Trys. 
poten pe pa tes CONSUMER FINANCIAL BEHAVIOR 


Indexes of consumer financial behavior developed by Educational Services 
Division of National Consumer Finance Association, showed continued 
high level consumer income and expenditure but drop in savings during 
4th quarter 1960. 


Index for personal income in 4th quarter 1960 was 111.9 (11.9% above 
1957-59 average), little changed from 3rd quarter index of 111.8. Index 
for personal taxes at 115.3 showed slight drop from 3rd quarter's 115.6 
as total of taxes withheld from employee paychecks decreased. 


Personal savings index continued high at 114.3% of 1957-59 average but 
showed considerable drop from record index of 122.7 for 3rd quarter in 
1960. Disposable income at 111.5 was up slightly from 111.3 in 3rd 
quarter. 





Index of expenditure on durable goods moved up to 106.9 showing im- 
provement from 105.7 in 3rd quarter 1960, as increased expenditures @ 
on automobiles more than offset declines in expenditures for other 
consumer durables. Persistent rise in index of expenditures for services 
continued in 4th quarter, moving from 115.9 in 3rd quarter 1960 to 117.4. 
Nondurable goods expenditure index increased slightly from 107.2 in 
3rd quarter to 107.4 in 4th quarter, reflecting increased spending for 
food partly offset by decreased clothing expenditures. 





Instalment credit extended index in 4th quarter 1960, continued as in 3rd 
quarter, below index of instalment credit repaid. Extensions of instal- 
ment credit at index of 111.1 in 4th quarter were down from index of 
112.5 in previous quarter. Index for repayments of instalment credit 
in 4th quarter 1960 were at 114.5 showing no change from 3rd quarter. 
(NCFA Indexes for instalment credit extended and repaid have been 
revised to take account of latest revisions made by Fedral Reserve.) 


SHIFTS IN CONSUMER SPENDING 


U.S. consumers considerably improved their financial position in 20 years 
from 1940 to 1960, even after allowing for price increases. For example, 
such an important category as food and beverages currently takes only 
23 cents of consumer’s dollar while in 1940, nearly 27 cents went for 
food and beverages. Spending for transportation (including automo- 
biles and gasoline), however, increased from 9 cents in 1940 to over 1 
cents in 1960. With increased income, consumers are putting more in 
bank deposits and securities of one form or another; out of each dollar, 
they are saving 7.4 cents now in contrast to 5.5 cents before the war. 








BUSINESS EXPENDITURES FOR PLANT 
AND EQUIPMENT QUARTERLY DATA 
SEASONALLY ADJUSTED AT ANNUAL RATES 
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PERSONAL INCOME 


Personal income in 1960 established new recordof $404 billion, substan- 
tially above 1959, best previous year. Increases occurred in all major 
components. With income and other personal taxes up $4 billion, 
disposable income available for spending and saving increased by 5% 
to $354 billion. Most of this rise represented gain in real income, as 
consumer prices advanced by less than 2%. 


Wages and salaries rose by $14 billion,or 542%. Rise was due partly to 
increased employment and partly to higher pay scales. Average hours 
worked were somewhat less in 1960 than year earlier, but average 
earnings per full-time employee at $4,734 were 4% higher than 1959. 


Aggregate payrolls in manufacturing advanced 4% in 1960 over previous 
year, as reductions in textiles, lumber and leather, were offset by good 
gains in electrical machinery, printing and chemicals. Outside manu- 
facturing, increases were relatively larger, as wholesale trade, services, 
and State and local government each expanded more than 6%. Gov- 
ernment payrolls—Federal, State and local combined—were up about 
642% over previous year. 


Transfer payments rose by $2 billion, or 742%. Nearly half of this 
increase resulted from higher old-age benefits under Social Security 
program, as secular uptrend of recent years continued. Unemployment 
benefits began to rise substantially in second half 1960, mainly as result 
of decline in factory payrolls, and this flow accounted for nearly one- 
quarter of the total increase in transfers. Increased benefits from private 
welfare plans were largest other contributor to rise in transfer payments. 


Course of personal income flow during 1960 was mostly upward at slack- 
ened pace as business cycle matured. By year end rise had topped off, 


with last month in 1960 recording decline as commodity production 
retrenched. 


Personal income in January 1961 was at seasonally adjusted annual rate of 
$406.3 billion, as compared with $407 billion in December. In spite of 
decline, January income total was $10.5 billion, or 242% higher than 
for same month last year. 


UNEMPLOYMENT 


Although unemployment rose from 4.5 million in December to 5.4 million 
in January, percentage of civilian labor force unemployed, when season- 
ally adjusted by Bureau of Labor Statistics, actually was reduced from 
6.8% to 6.6%. The number idle in nation in January 1961 was 1.2 
million more than in January 1960, but this was largely due to increase 
in labor force of 1.6 million. Total employed, at 64.5 million, stood 
400,000 higher in January 196] than in January 1960. 


White-collar employment has moved generally upward since 1900 and 
by 1956 passed blue-collar employment. From 1950 to 1960 employ- 
ment of white-collar workers increased 28% while that of blue-collar 
workers rose only 4%. Professional and technical employment moved 
up 56% in same decade and clerical employment 33%. Employment 
indicators point to continuation of these general trends through sixties. 
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CONSUMER CREDIT 


Consumer instalment credit outstanding was $43.3 billion at year end 1960 
showing increase of $3.4 billion during year with $50.3 billion in credit 
extended and $46.9 billion repaid. This compares with $5.8 billion 
increase in same period 1959. 


Automobile paper outstanding increased to high of $18 billion at end of 
3rd quarter 1960 but declined each month thereafter to year-end figure 
of $17.9 billion outstanding—some $1.3 billion above year end 1959. 
Business slowdown and adverse weather slowed 1961 model sales. 


Other consumer goods paper increased by only $739 million during 1960 
reflecting little strength in market for durable consumer goods. Sales 
of home goods to be placed in new housing units declined during 1960 
as housing starts dropped. New housing in recent years has accounted 
for as much as 10% of all refrigerators, ranges and water heaters sold, 
and for higher proportions of some other items. 


Repair and modernization loans increased by $224 million during 1960, 
down sharply from $457 million increase for 1959. 


Personal loans outstanding showed 1960 gain of $1.2 billion. Increase 
was substantial, but well below increase of $1.5 billion in 1959. 


Consumer noninstalment credit outstanding was $12.8 billion at year end 
1960, an increase of $0.5 billion during year, reflecting substantial 
increase in service credit, followed by smaller increases in single payment 
loans and charge accounts. 


Total consumer credit outstanding, increased by $3.9 billion during 1960 
as year end figure stood at $56.0 billion. 


CONSUMER BALANCE SHEET 


Asset and debt position of American consumer as of September 30, 1960, 
showed 21.5 to 1 asset-to-debt ratio of all assets and debts excluding 
those involving home ownership where ratio was 3.2 to 1. Ratio of all 
assets to all debts was 8.6 to 1. 


Consumer Balance Sheet as of September 30, 1960, shows consumer assets 
at new high of $1,567 billion. ‘Total includes current assets of $965 
billion—$181 billion in currency and bank deposits, $64 billion in 
savings shares, $217 billion in insurance and pensions, $104 billion in 
government securities and $399 billion in corporate and other securities. 


Fixed assets include $404 billion in home ownership and $199 billion as 
value of durable goods, for total of $603 billion. (Note: Value of con- 
sumer-held durable goods is total consumer durable purchases October 
1950 through September 30, 1960, depreciated 10% annually.) 


Current liabilities stood at $54 billion, with fixed liabilities of mortgage 
debt at $128 billion for total liabilities of $182 billion. 


Net worth of American consumer—total assets minus total liabilities—is 


thus established at $1,385 billion. 
Owner's equity stood at 88.4% of consumer assets on September 30, 1960. 
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CONSUMER BALANCE SHEET 





